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Abstract 
The Software industry and its operation have attracted the concentration of a considerable number of researchers in the last 
decade, as the industry has proven its uniqueness in nature, operation, contribution to GDP and HR practice. The software 
industry is distinguished from other industries, by fast changing technology, quality conscious and multinational clients, stiff 
international competition and shortage as well as fast obsolesce of skill, although the success of IT companies depends on its’ 
talented and skilled workforce. As a result, measurement and management of performance of individual, team and the 
organization as a whole is a requisite. The paper tried to study the attitude of the employees’ of the software companies in West 
Bengal (India) towards performance appraisal. The paper has identified main consequences of appraisal from the previous 
literatures and tried to find out the effects of those end results on employee motivation towards performance appraisal. The 
exploratory paper, based on primary survey of 506 employee data collected from 19 software companies of Kolkata, the tier I 
region for the software industry in West Bengal. Data are analyzed using factor analysis, to find out the applications of appraisal, 
followed by a binary regression to understand their implications on the employee motivation. The study has found the importance 
of the line managers in the practice of the appraisal process also reviewed different dilemmas regarding appraisal practice and 
employee issues depending on company’s size, business focus. The practice of appraising and its implications are also diverse in 
different companies throughout the industry.  
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Contribution to the body of Knowledge: The deliberation made in the paper focuses an in-depth understanding 
and inherent characteristic pertaining to accomplishment of performance appraisal system in the software industry 
and its reflection towards recent research activities in this area. The paper focuses on the diverse approach towards 
appraisal and employee based on their size, business focus and revenue earned. The paper tried to identify the 
relation between the appraisal implications and the performance appraisal practice in the industry towards high 
performance outcome to obtain a sustainable competitive advantage. 
 
1. Introduction and Rationality of the Topic 
The most controversial yet an indispensable HR tool that has drawn the concentration of the researchers and 
practitioners (Murphy & Cleveland, 1991; Neely, et al., 2000) is undoubtedly ‘Performance Appraisal’.  In spite of 
its’ conflicting uses (Cleveland, Murphy, & William, 1989), performance appraisal is widely used to measure and 
manage employee performance in all kinds of organization, large or small (Locker & Teel, 1988; Murphy & 
Cleveland, 1991). Despite all the criticisms related to its’ accounting nature (Bourne, Mills, Wilcox, & Platts, 2000), 
rater bias (Murphy & Balzer, 1989; Smither & Reilly, 1987) and rater training (Borman, 1979), rater agreement on 
the usage of performance appraisal (Murphy K. R., Balzer, Kellem, & Armstrong, 1982), it is used by the HR 
professionals (Judge & Ferris, 1993) for promotional decisions, salary administration, (Cleveland, Murphy, & 
William, 1989) training and development. Some other imperatives of appraisal are reported to provide feedback 
(Kim & Hamner, 1976; Ilgan & Knowlton, 1981; Fleenor & Prince, 1997), reward administration (Armstrong & 
Brown, 2006; Armstrong, 2010). The areas of Performance appraisal which has increased the quest among the 
researchers are mainly: 1. the construct of rating methods, reduction in rater bias, formation of rating scale and the 
appraisal process etc. (Landy & Farr, 1980; Borman W. C., 1979) 2. Study related to the cognitive and the 
psychometric nature of appraisal (Feldman, 1981; DeNisi, Cafferty, & Meglino, 1984) 3. Different models of 
appraisal (Kaplan & Norton, 1996; Stewart III, 1980). 4. Study of uses of appraisal in the organizations and 
(Cleveland, Murphy, & William, 1989; Boswell & Boudreau, 1997) influence of appraisal (Findley, Mossholder, & 
Giles, 2000) on individual attitude (Marcoulides& Heck, 1993), team performance (Guzzo & Dickson, 1996.), 
organization performance (Hai & Mian, 2007). 5. Perception of the employees about performance appraisal related 
to justice (Folger & Konovsky, 1989; Folger, Konovsky, & Cropanzano, 1992; Tang, Thomas, & Baldwin, 1996; 
Mayer & Davis, 1999 ) 6. Organizational Behavior (Organ, 1997; ) 
 
India with her large number of knowledge workers has emerged as one of the biggest IT service providers in the 
World, estimated to aggregate revenues of USD 88.1 billion in FY2011, with the IT software and services sector 
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(excluding hardware) accounting for USD 76.1 billion of revenues (NASSCOM., 2011). Rapid change and 
advancement in technological know- how, complex nature of the business model, flexi work time, globally 
distributed workplace with multi linguistic, multicultural workforce working around different time zones of the 
world has made the dynamic industry unique, as well as complex in its operation (Singh A. , 2011).  Subsequently, 
the industry and its’ operation have attracted the concentration of the researchers in the past 10 years.  
 
Being a project based industry and working with multidimensional, multilevel projects serving global clients with 
varied demand, swift inter project and inter team transfers of employees and rapid changes in usage of technological 
know-how (Singh, 2013) are inevitable. The industry is reporting in one side severe problem of skill shortage (Blom 
& Saeki, 2011) another side huge attrition rate within the industry (Monis & Sreedhara, 2011). The perishable nature 
of talent due to fast changing technology, acquisition, maintenance and utilization of skills has gotten high priority 
in the industry, differentiating itself from the other industries; this is also a concern for research. The paper tried to 
study the attitude and the perception of the employees across the industry. The paper tried to study the relational 
effect of performance appraisal derivatives on employee motivation from appraisal practice.  
 
2. Literature Review  
 
2.1 Performance Appraisal and its’ multiple uses 
Performance is the outcome of work (Bernadin, Kane, Ross, Spina, & Jhonson, 1995). But, the performance 
itself has different dimensions based on different bases  (Beats & Holton, 1995). To measure and control the 
individual performance and thus integrating it to the organizational objective to achieve expected results 
(Boxall & Purcell, 2003) is certainly performance appraisal. The strategic goal of the organization depends on 
individual performance through the interaction between three interlinked levels: (i) Organizational, (ii) Process, 
and (iii) Job (Rummler & Brache, 1995). The administrative rationales are exercised based on appraisal report 
are salary administration, promotion, retention or   discharge (Pattern, 1977; DeVries,et. al, 1981; Murphy & 
Cleveland, 1995). The evaluative purpose encompasses increment decisions, incentives, bonuses, and in long 
term promotion decisions, identification of poor performers, determination of termination, lay-off (Snell & 
Bohlander, 2007). The development purpose of appraisal  includes identification of strength and weaknesses 
and providing feedback, thus identifying the developmental need  of individual. , personnel research (Decottis 
& Petit, 1978). Discussion about salaries during appraisal session contradicts and restrain the identification of 
developmental issues  (Meyer, Kay, & French Jr, 1965; Prince & Lawler III, 1985). Austin & Villanova, 1992 
reviewed criteria problem from 1917 – 19992 stated that criteria helps rater to find out the differences in job - 
role behavior among the employees and provides the basis of feedback. The Criteria provide parameter on 
which employees’ performance will be measured. The measurement of job performance provides bases for 
effective job design and to identify training need, and many other personnel – related actions and interventions 
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(Borman, White, Pulakos, & Oppler, 1991) . Employee motivation and engagement has always been a major 
concern for the research. Scope for mutual goal setting, self evaluation (Erez & Judge, 2001), multisource 
feedback (Lepsinger & Lucia, 1997), and motivates employee for better performance and  improved 
productivity (Fletcher, 2001). Borman, White, Pulakos, & Oppler, 1991, modified the model of Hunter, 1983, 
which examined a causal relation between job knowledge, task proficiency and supervisory rating, and 
established a relational model between Achievement orientation, personal ability, dependability, job knowledge, 
awards, task proficiency, disciplinary action and finally to supervisory rating. The renowned two factor theory 
of Herzberg, 2003; Herzberg, Mausner, & Snyderman, 2009 established the Hygiene factors and motivators 
influencing better employee performance. Perceived appraisal accuracy by the employees is related to the 
system and process facets  through the interaction of social and contextual performances (Findley, Giles, & 
Mossholder, 2000). An exploratory model designed by Marcoulides & Heck, 1993, established the relationship 
between organizational structure/ purpose, organizational values, task organization, organizational climate, 
worker attitude and the goal of organizational performance. Patterson, et al., 2005, identified the organizational 
climate dimension variables employee welfare, autonomy, participation, communication, emphasis on training, 
integration, supervisory support involvement, formalization, innovation and flexibility, Reflexivity, clarity of 
organizational goals, efficiency, effort, performance feedback to managerial practices productivity and 
innovation. Trust as defined by, Mayer, Davis, & Schoorman, 1995, is the willingness to be exposed to the 
action of another party. Finally, Mayer & Davis, 1999, established positive relationship between trust for 
management and performance appraisal. 
 
2.2 The growth story of the Indian Software Industry and the position of the state West Bengal 
The industry which changed the concept of India from a “third world poor country” to one of the largest 
software service providers in the world and one of the biggest reservoirs of talent is unquestionably the IT 
industry (Arora & Gambardella, 2005). India's IT industry grew from 150 million US Dollars in 1990-1991 to a 
50 billion UD Dollars in 2006-2007 with an average annual rate of 30% (economy watch, 2010). This rise 
continued increasing to USD 73.1 billion in 2010 which was 5.4% over 2009 (NASSCOM, 2010). Indian 
Software Industry started its journey from 1974 (Dossani, 2006); managed to increase the market share within a 
global sourcing from 51% in 2009 to 58% in 2011 (NASSCOM, 2012). IT Industry in 2012 employed almost 
2.77 million direct employment which expected to be 2.9 million direct employment and 9.5 million indirect 
employment in 2013, out of which 30 – 35% are female (NASSCOM, 2013). The scope of the paper restricts 
itself within the West Bengal area, which is a part of the whole India.  
 
West Bengal with a population of 9.13 crore with a literacy rate of 85.54% urban and 77.08% rural literacy rate 
(Bengal, 2011) in 2011, is one of the major partners of Indian software industry. Though the state started late, 
her potential intellectual capital pool has attracted investors, ranking the state as the fifth most attractive 
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destination to invest in the period between 1998 -99 to 2000 - 2001 (itwb, 2003). The IT and ITes sector  has 
observed a steep growth by 180 IT and 55 ITes companies working in Software Technology Park India (STPI) 
Kolkata (itwb, 2012), contributing almost 2000 crore rupee export and generating employment to 35,000 people 
(India, 2013) contributing to 2.6% of India’s software turnover (Department of Information Technology and 
Electronics, 2012).  
 
2.3 IT industry and people management 
The common area addressed by the researcher about the people dimension of the software firms are high 
attrition (Budhwar, Varma, Singh, & Dha, 2006). The IT/ ITes/ BPO companies are trying to combat the issue 
of attrition through innovative HRM practices (Joseph, 2011) through pay satisfaction (Bhal & Gulati, 2007), 
concentrating on career development practices (Monis & Sreedhara, 2011), building hope at organization place 
to increase performance outcomes (Combs, Clapp-Smith, & Nadkarni, 2010) and also creating value (Murthy, 
2007). A pioneering work has been done by Paul & Anantharaman, 2003, establishing relationship between 
HRM practices and the organizational outcome mediated through competences, Team work, organizational 
commitment, customer orientation moderating employee retention, productivity, increasing  product quality, 
speed of delivery, reducing operating cost in a software firm. 
 
3. Objective of the study 
a) To study the performance appraisal process across the IT industry 
b) To find out the uses of appraisal in the industry their effect on employee motivation from appraisal 
practice 
c) To find out interrelationship between the factors affecting the employee motivation 
4. Methodology 
According to NASSCOM, 59 software companies are working from Kolkata (NASSCOM, 2012) and there are 194 
STPI- Kolkata registered companies (STPI, 2012) working in Kolkata. The data are collected between the period 
April 2012 to December 2012 from 17, NASSCOM enlisted software companies and two ITes companies, taking a 
cross section of small/medium enterprises (SMEs) like RS Software, Hash Technologies, major Indian companies 
(MICs) like Wipro, TCS, and multinationals or firms with foreign equity participation (MNCs/FEs) like IBM, 
Capegemini from NASSCOM member database (NASSCOM, 2012). The 19 companies participated in the study 
are: TCS, CTS, IBM, WIPRO, Capgemini, L&T Infotech, Oracle (India), HCL Technologies, Tech Mahindra Ltd., 
Hash Technologies, R S Software, Globesyn Technologies Ltd., Limtex Infotech Ltd., Genpact (India), Ontrack 
Systems Limited,  X-Plore Tech services ltd. Data Core (India) Pvt. Ltd., and two ITes companies Foster Wheeler 
India Pvt. Ltd., Erricsson Global Service Pvt. Ltd. Almost 700 questionnaires were mailed and distributed out of 
which 543 responses returned. 37 responses were rejected as the respondents have not attended at least one 
performance appraisal session. Due to high data secrecy and data espionage, a high rejection rate of the 
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questionnaire is observed. The sample consisted of 202 Jr. Employees (39.9%), 173 Sr. Employees (34.2%), 115 
managers (22.7%) and 16 staff members (3.2%). The demographic profile of the data describes 66.2% male and 
33.8% female participation. The 28.7% response is between 20- 25 years, 43.3% are between 26 – 30 years, 17.6% 
between 31 – 35 years, 6.1% between 36 – 40 years and above 40 years 4.4%. Descriptives related to experience in 
the current company states 32.4% response having 1- 2 years of experience, 44.7% between more than 2 – 5 years, 
18% between more than 5 years – 10 years, 4.9% over 10 years experience in the same organization.  
Research Instrument: The independent variables in this paper are age, gender, motivation from appraisal process. 
The validated questionnaire on Performance Management by Armstrong & Baron, 2006, is used to construct the 
items for Feedback intents, motivation from the performance appraisal process, and derivatives of the appraisal 
process. Organizational commitment questionnaire developed by Meyer & Allen, 1991 to measure three dimensions 
of organizational commitment is also used to construct the items.  
 
5. Analysis 
This study consisted of 506 respondents who had undergone at least one appraisal session. A five point Likert type 
scale is used where 5= strongly agree, 1 = strongly disagree. The Reliability coefficient, with Cronbach’s Alpha is 
turned up to 0.942 for 43 items (Table – 2) and the value is sufficient for further progress of the analysis with the 
data. The factor analysis technique is used to determine the factors grouped from 43 variables. The rotated factor 
matrices found to have significant factor loadings and adequate communalities (Table–1: Communalities). The 
factor loadings in rotated factor matrices represent the degree of association (correlation) of each variable with each 
factor; thus nine factors are extracted. The total eigenvalues represent the total amount of variance extracted from 
the factor solution. The varimax rotated component analysis shows the total amount of variance extracted. The 
ninefactors extracted together account for 62.857% of the total variance (information contained in the 43 original 
variables). This suits our intention of economize on the number of variables (from 43 it is reduced to 4 underlying 
factors). The factors are: Motivation from Appraisal process, Feedback system, task derivative, pecuniary 
agreements, growth latitude, reward and recognition agreement, punitive agreement, innovation reinforcement, 
empowerment accepting culture.  
A confirmatory factor analysis is done with 43 observed variables and 989 distinct sample moments. Number of 
distinct parameters to be estimated is 169. Degrees of freedom (989 – 169): 820. The F2statistic calculated to test the 
discrepancy between the sample covariance matrix (S) and the population covariance matrix (Σ(θ)). In case of 
estimating the parameters, the fit function F (S, Σ (θ)) to be minimized. FMIN serves as a measure of the extent to 
which S differs from Σ (θ). In the model CMIN F2 value is 1236.067, with degrees of freedom 820 and a probability 
level .000. In the covariance structure modeling root mean square error approximation (RMSEA = 0.032 for this 
model) has been recognized as one of the most informative criteria. NFI and CFI values are 0.803 and 0.870 
respectively and these values indicate that the model fits the data well in the sense that the hypothesized model 
adequately described the sample data. The covariances are showing a significant relationship (p < 0.05) among all 
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factors except the punitive factor, which proves that punitive measures have no significant relationship with the 
other factors (Table – 3). 
Binary Regression Analysis: Moreover a binary regression analysis is done where motivation from appraisal 
separately taken as dependent variable, which is dummy in nature and takes the value 0 if the respondent is not 
motivated from the appraisal process and 1, if motivated. This dependent variable is regressed on eight derivatives 
of appraisal: Feedback system, task derivative, pecuniary agreements, growth latitude, reward and recognition 
agreement, punitive agreement, innovation reinforcement, empowerment accepting culture. The regression suggests 
all the factors have a significant effect (Table -4) on the employee motivation from appraisal. 0.473 implies the 
model fit at 47.3% level of significance.  
6. Findings 
After interviewing the employees as well as the HR of the companies, it is understood that, companies frequently 
undertake performance assessment and use the record for different HR activities for their professionals. Wide 
varieties in frequency of exercising the appraisal process are found across the industry. The MICs and MNCs 
reported to perform employee assessment biannually, sometimes even quarterly, whereas, SMEs, reported the 
frequency to be done annually. Due to project based nature; the employees have to move fast from one project to 
another in the big companies, sometimes within the country, sometime transnational. This result in the movement of 
the employees through new projects demanding new skill requirement, entirely new team and even new team 
leaders work with; causing frequent assessment of employees. The SMEs reported entirely different dilemmas, due 
to high turnover, the assessment of employees are too difficult to perform. The employee resigns from the job either 
before the assessment period or the after, resulting in an unjustified effort on the part of HR.   
 
The techniques used by the companies are also varied. The MNCs and big Indian multinationals are using highly 
sophisticated techniques like MBO, 360q appraisal, and also forced choice method. These companies follow ‘top-
down’ and ‘bottom- up’ approach together in employee assessment. Top- down approach is used to set the mutual 
goal and goal acceptance by the employees jointly with the supervisor. The individual performances are regularly 
monitored. Self-evaluations of the employees are done electronically through the portals. During appraisal session, 
the bell curve (normal distribution curve of forced choice method) is fixed by top level management. The upper and 
the lower cut off ranges are fixed and communicated to project leaders in turn to the team leaders. Finally a 
normalization process is performed by the project leader with the team leaders to identify the poor performers, 
excellent performers, and average performers. Appraisal is a continuous policy and electronically monitored for 
every project throughout the year. At the time of the annual appraisal system, the performance details available are 
discussed with the supervisor and appraise. Trainings are tailor-made in these big houses, identified irrespective of 
appraisal session, as the changes in technology, and project demands. On the other hand, the small IT firms, uses the 
traditional supervisory report and formal peer and self evaluation method. In the BPOs, the ‘callers’ performances 
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are evaluated through the performance in an arrangement of mock situation, where employees have to call, the team 
leader plays the role of the client and a third supervisor observe the entire process electronically through the virtual 
space. The performance appraisal feedback is given weekly, monthly or quarterly basis. 
 
Performance appraisal in the software industry plays a vital role for all the HR activities. The CFA also establishes 
the high correlation with the job design and change, learning, growth, innovative work climate, and monetary issues. 
The appraisal is also used for punitive measures, though not mentioned explicitly by the HR. From the data 45% 
people agreed on the use of appraisal data for punitive measures. If consistently, any person shows poor 
performance foe consecutive four appraisal session, almost all IT houses agreed on punitive contracts. Appraisal 
data are highly used for administrative purposes and to settle the developmental issues. Creation of a climate 
promoting innovation and a culture of empowerment has got the prime focus of the companies to sustain in the long 
term in the market. Confirmatory factor analysis proves that the use of appraisal for the punitive reasons creates fear 
and is an impediment to employee motivation. But the use of same appraisal tools for punitive measure contradicts 
the interest. 
 
In the second stage of analysis, the regression results confirm, the causal relationship between appraisal derivatives 
and motivating factors behind the acceptance of appraisal program. After discussing with the senior professionals, it 
is found that sometimes, employees have severe objection related to the practice of the bell curve. There are 
processes to know the data in the appraisal file and one can appeal against the appraisal results, but sometimes there 
is a gap between policy and its implementation. The industry has established the active involvement of the line 
function in the appraisal process and reduced the intervention of HR department into it making it a continuous affair 
throughout the year.  
As the data are taken across the industry, there is a scope for further research to study the perception of the 
employees cluster wise and countrywide.  It can be further be extended by studying the differences in approach 
statewide. The bell curve approach and its’ implication on employee motivation is also an area of further research. 
The study can be further elaborated across the gender, age, and level of experience.  The Goodness of fit statistics of 
the model can further be justified through Structural equation modeling. 
 
7. Conclusion 
The present study explores that IT industry aspire excellence through the implementation of mutual goal setting, 
continuous monitoring of individual performances and integrating individual performances with team performances, 
involving line function in the appraisal method, focusing on innovative climate creation. The appraisal programs are 
conducted centrally by identifying the maturity level of the organization and categorizing the organizational 
objectives. Jointly with the line function the objective and strategies then integrated to the micro level by setting 
mutual goals and performance expectations. The organizational objective is further integrated into the coherent team 
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performance. A causal linkage between the applications of appraisal and motivation of the employees are clear. Task 
derivative, growth latitude, recognition agreement, innovation reinforcement, empowerment accepting culture is 
found to be more important than pecuniary agreements, which is indicating a clear inclination towards Herzberg’s 
motivator factors among the highly educated, skilled young dynamic workforce of India. During appraisal process, 
emphasis should shift from measuring and controlling their performances to its management through self 
development by way of generating a culture of employee involvement, empowerment and participation that result in 
the creation of the reservoir of committed, contented and loyal workforce. All such workforce can be able to provide 
rare, incomparable value addition in service and product that can help the organization to obtain a sustainable 
competitive advantage to the organizations. The effect of volatile national and international economy, project wise 
changing team, inherent drawbacks of rater’s characteristics and organization’s policy and system need to be 
addressed. The paper proposes a performance culture of OCTEPACEC (openness, confrontation, trust, 
empowerment, proacting, authenticity, collaboration, experimenting, and continuous interaction) for introducing an 
accurate and bias free rating of performance by raters. 
 
Annexure: 
Table 1: Table of Communalities 
Communalities Communalities Communalities Communalities 
Sl.    Extraction Sl.  Extraction Sl.    Extraction Sl.    Extraction 
1 EP1 .606 12 APP2 .689 23 MP3 .628 34 OCC7 .618 
2 EP4 .586 13 APP3 .586 24 MP8 .642 35 OCC8 .742 
3 EP6 .542 14 APP4 .632 25 MPOL1 .555 36 EEA6 .688 
4 RM1 .547 15 APP5 .554 26 MPOL2 .644 37 EEA9 .631 
5 RM2 .617 16 APP7 .777 27 MPOL3 .568 38 EEA10 .604 
6 RM3 .579 17 APP8 .749 28 MPOL4 .777 39 EEA11 .621 
7 RM4 .606 18 MOT1 .611 29 MPOL5 .565 40 NFP2 .688 
8 RM5 .553 19 MOT2 .551 30 MPOL6 .699 41 NFP4 .580 
9 RM6 .590 20 MOT3 .698 31 MPOL7 .602 42 NFP7 .682 
10 RM8 .623 21 MOT5 .531 32 OCC2 .666 43 NFP8 .682 
11 RM9 .560 22 MP1 .605 33 OCC6 .755    
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Table –2 (Variable Description and Regression on the factors) 
  Items Variables Description with Factor 
loading 
Mean SD Estim
ate 
S.E. C.R.   
Feedback 
system 
(Factor 1) 
RM1 Formal feedback session (.642) 3.33 .854 1       
RM2 Sufficiency in duration related to 
feedback (.665) 
3.34 1.020 1.544 0.122 12.696 *** 
RM3 Care in Performance Review discussions 
(.698) 
3.31 1.002 1.291 0.113 11.407 *** 
RM4 Encouragement for  open 
communication (.606) 
3.31 .958 1.468 0.115 12.793 *** 
RM5 Scope to discuss developmental need 
(.635) 
3.34 .899 1.221 0.103 11.836 *** 
RM6 Counseling on problem areas (.696) 3.43 .931 1.317 0.108 12.155 *** 
RM8 Insights into the strengths and 
weaknesses (.673) 
3.32 1.016 1.592 0.123 12.967 *** 
RM9 Identification of potential (.624) 3.42 .920 1.32 0.108 12.271 *** 
Task 
derivative
, (Factor 
4) 
APP2 Use of appraisal data in Job 
Designing(.691) 
3.60 1.056 1       
MOT1 Improvement in Job Performance (.695) 3.78 .995 0.803 0.054 14.857 *** 
EEA6 Sufficient scope to use skills and abilities 
in job (.669) 
3.53 1.063 1.038 0.056 18.417 *** 
MP8 Selection in challenging and varied 
projects (.655) 
3.49 .965 0.877 0.052 16.947 *** 
EEA9 Significant task according to specialized 
competences (.645) 
3.42 .980 0.91 0.052 17.406 *** 
growth 
latitude, 
(FAC 2) 
APP4  Identification of  competency set for 
employees (.682) 
3.47 .957 1       
MOT5 Training is prompt with any changes in 
technology (.648) 
3.66 1.127 0.847 0.076 11.14 *** 
MPOL1 Identification of Training need from 
appraisal (.656) 
3.38 .849 0.8 0.057 14.001 *** 
MPOL2 Mentoring and guidance are regular to 
improve performance (.720) 
3.52 1.005 1.046 0.068 15.446 *** 
NFP4 Training and Development Opportunity 
is frequent (.596) 
3.49 .977 0.999 0.066 15.184 *** 
EEA10 Performance Appraisal helps me in long 
term development (.654) 
3.42 .991 1.038 0.067 15.554 *** 
Pecuniary 
agreemen
ts, (FAC 
6) 
APP5 Regularity in incentivedecisions (.662) 3.75 .886 1       
MOT2 Monetary Rewards other than incentives 
(.714) 
3.87 1.040 1.073 0.1 10.716 *** 
MPOL3 Promotions (.724) 3.75 .855 0.977 0.084 11.58 *** 
MPOL5 Salary Increment decisions (.683) 3.78 .867 0.974 0.085 11.438 *** 
MPOL7 Fast track promotion scheme (.718) 3.67 .869 1.077   12.21 *** 
Recogniti
on (Factor 
5) 
APP3 Sound Reward Policy (.661) 3.40 .895 1       
OCC2 Good works are encouraged(.680) 3.35 1.033 1.315 0.091 14.391 *** 
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Table –2 (Variable Description and Regression on the factors) 
  Items Variables Description with Factor 
loading 
Mean SD Estim
ate 
S.E. C.R.   
NFP2 My organization provides growth and 
career opportunity is (.741) 
3.31 1.024 1.298 0.09 14.339 *** 
Innovatio
n 
reinforce
ment 
(Factor 9) 
APP8 Career goals are clearly communicated 
(.719) 
3.48 .910 1       
OCC6 Positive ratings for Innovation (.754) 3.56 .932 0.968 0.074 13.101 *** 
Empower
ment 
accepting 
culture 
(Factor 7) 
MOT3 Innovative organizational climate (.728) 3.29 1.010 1       
MPOL6 Participation in decision making (.688) 3.39 1.031 1.065 0.063 17.025 *** 
OCC8 Autonomy in work (.714) 3.42 1.010 1.115 0.061 18.154 *** 
NFP8 Empowered to take decision on the job 
(.692) 
3.41 .984 1.009 0.06 16.899 *** 
Punitive 
agreemen
t, (Factor 
8) 
MPOL4 Organizational Climate conducive to 
empowerment (.859) 
2.92 1.128 1       
OCC7 Use of appraisal data in Disciplinary 
processes (.742) 
3.06 .961 0.653 0.052 12.637 *** 
APP7 Exclusive coaching on Mistakes in a 
risky job (.877) 
3.10 1.000 0.952 0.068 14.052 *** 
Motivatio
n from  
Appraisal 
process(F
actor 3) 
EEA11 Negative rating on Mistakes (.588) 3.15 .934 1       
MP1 Motivation from performance appraisal 
(.689) 
3.23 .971 1.09 0.088 14.343 *** 
MP3 Jointly set Goals improves performance 
(.657) 
3.23 1.012 0.955   12.72 *** 
EP4 Regular review of Performance helps 
(.724) 
3.10 .904 1.049 0.073 14.401 *** 
EP1 Comparison of performance level with 
the expected goals (.681) 
3.25 .975 1.134 0.079 14.368 *** 
EP6 Opportunity for self evaluation (.365) 3.19 .995 1.208 0.078 15.445 *** 
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Table: 3:  Covariance among factors 
  Feedback Growth Task Innovation Pecuniary Empower
ment 
Puniti
ve 
Recognitio
n 
Motiv
ation 
Feedback           
Growth 8.131***          
Task 8.944*** 9.684**
* 
        
Innovation 7.643*** 8.166**
* 
8.471
*** 
       
Pecuniaries 6.073*** 6.024**
* 
6.976
*** 
5.626***       
Empowerment 8.423*** 8.914**
* 
9.464
*** 
8.679*** 6.413***      
Punitive 0.569 1.758 0.86 1.124 -1.757 0.001     
Recognition 7.793*** 8.552**
* 
8.835
*** 
8.465*** 6.437*** 8.696*** 0.204    
Motivation 8.747*** 9.114**
* 
9.523
*** 
8.035*** 5.954*** 8.665*** 0.379 8.429***   
 
Table – 4:  Binary Regression: Parameter Estimates 
    Estimate Std. Error Wald df Sig. 95% Confidence Interval 
    Lower Bound Upper Bound 
Threshold [Motivation = 0] -2.279 .227 100.374 1 .000 -2.725 -1.833 
Location FAC1_1 .630 .165 14.581 1 .000 .307 .954 
FAC3_1 1.685 .205 67.623 1 .000 1.283 2.087 
FAC4_1 1.585 .207 58.924 1 .000 1.180 1.990 
FAC5_1 .526 .154 11.656 1 .001 .224 .828 
FAC6_1 1.248 .202 38.068 1 .000 .852 1.645 
FAC7_1 1.233 .191 41.620 1 .000 .858 1.608 
FAC8_1 1.460 .228 41.160 1 .000 1.014 1.906 
FAC9_1 .966 .188 26.522 1 .000 .599 1.334 
 
References 
Armstrong, M. (2010). "Armstrong's Handbook of Reward Management Practice improving performance through reward" 3rd Edition. Kogan 
Page: New Delhi. 
Armstrong, M., & Baron, A. (2006). "Performance Management: A strategic and integrated approach to achieve success". Mumbai: Jaico 
Publishing House. 
Armstrong, M., & Brown, D. (2006). "Strategic Reward: Making it Happen". London, UK: Kogan Page. 
Arora, A., & Gambardella, A. (2005). "From Underdogs to Tigers: The rise and growth of the software industry in Brazil, China, India, Ireland 
and Israel". New York: Oxford University Press. 
Austin, J. T., & Villanova, P. (1992). "The criterion problem: 1917–1992". Journal of Applied Psychology. Vol 77. No. 6 , 836-874. 
194   M.K. Sanyal and S.B. Biswas /  Procedia Economics and Finance  11 ( 2014 )  182 – 196 
Beats, R. A., & Holton, E. F. (1995). "Computerized Performance Monitoring: A review of Human Resource Issues". Human Resource 
Management Review. Winter , 267 - 288. 
Bengal, F. d. (2011). Economic Review 2011 - 2012. Retrieved from www.wbfin.nic.in: 
www.wbfin.nic.in/writereaddata/EconomicReview11_Part2.pd 
Bernadin, H. K., Kane, J. S., Ross, S., Spina, J. D., & Jhonson, D. L. (1995). "Performance Appraisal Design, Development and Implementation". 
In G. R. Ferris, S. D. Rosen, & D. J. Bamum(eds), "Handbook of Human Resource Management". Cambridge: Mass, Blackwell. 
Bhal, K. T., & Gulati, N. (2007). "Pay Satisfaction of Software Professionals in India". VIKALPA. VOLUME 32 .NO 3 . JULY - SEPTEMBER 
2007 , 9 - 21 . 
Blom, A., & Saeki, H. (2011). "Employability and Skill Set of Newly Graduated Engineers in India". South Asian Region: The World Bank. 
Borman, W. C. (1979). “Format and Training effects on Rating accuracy and Rater Errors”. Journal of Applied Psychology. Vol. 64. No. 4.. , 
410 – 421. 
Borman, W., White, L. A., Pulakos, E., & Oppler, S. (1991). “Models of Supervisory job Performance rating”. Journal of Applied Psychology. 
Vol 76. No. 6 , 863 – 872. 
Boswell, W. R., & Boudreau, J. W. (1997). "Employee Attitudinal Effects of Perceived Performance Appraisal Use". NY: Cornell University: 
Center for Advanced Human Resource Studies. 
Bourne, M., Mills, J., Wilcox, M. N., & Platts, K. (2000). "Designing, Implementing and Updating Performance Measurement Systems". 
International Journal of Operations and Production Management. Vol. 20. No. 7 , 754-771. 
Boxall, P., & Purcell, J. (2003). "Strategy and Human Resource Management". Houndmills, UK: Palgrave McMillan. 
Budhwar, P. S., Varma, A., Singh, V., & Dha, R. (2006). “HRM systems of Indian call centres: an exploratory study”. The International Journam 
of human Resource Management , Taylor & Francis. 
Cleveland, J. N., Murphy, K. R., & William, R. E. (1989). "Multiple Uses of Performance Appraisal: Prevalents and Correlates ". Journal of 
applied Psychology. Vol. 74. No. 1 , 130-135. 
Combs, G. M., Clapp-Smith, R., & Nadkarni, S. (2010). "Managing BPO Service Workers in India:Examining Hope on Performance Outcomes". 
Human Resource Management. Vol. 49. No. 3 (May–June) , 457 - 476. 
Decottis, T., & Petit, A. (1978). "The Performance Appraisal Process: A model and some Testable Proposition". The Academy of Management 
Review. Vol. 3. No. 3 , 635 - 646. 
Department of Information Technology and Electronics, G. o. (2012). "Labour Laws for ITES Companies". Retrieved 2013, from www.itwb.org: 
http://www.itwb.org/Download_FAQ/FAQ%20-%20Labour%20Laws.pdf 
Department of Information Technology and Electronics, G. o. (2012). "West Bengal Policy on information and CommunicationTechnology 2012 
and West Bengal ICT incentive schemes". Kolkata: Government of West Bengal. 
DeVries, D. L., Morrison, A., Shullman, S., & Gerlach, M. (1981). "Performance Appraisal On The Line". Greensboro, NC: Center for Creative 
Leadership. 
Dossani, R. (2006). “The origin and Growth of Software Industries in India”. Stanford University. 
Erez, A., & Judge, T. A. (2001). "Relationship of Core Self-Evaluations to Goal Setting, Motivation, and Performance". Journal of Applied 
Psychology. Vol. 86, No. 6 , 1270-1279. 
Findley, H. M., Giles, W. F., & Mossholder, K. W. (2000). "Performance Appraisal Process and System Facets: Relationship with the contextual 
Performance". Journal of Applied Psychology. Vol. 85. No. 4 , 634 - 640. 
Fleenor, J. W., & Prince, J. M. (1997). "Using 360- degree Feedback in the Organizations: An Annoted Bibliography". North Carolina: Centre 
for Creative Leadership. 
Fletcher, C. (2001). "Performance appraisal and Management: The developing research agenda". Journal of Occupational and Organizational 
Psychology. Vol. 74. , 473- 481. 
Folger, R., & Konovsky, M. A. (1989). "Effects of Procedural and Distributive Justice on Reactions to Pay Raise Decisions". Academy of 
Management Journal. Vol. 32. No. 1 , 115 - 130. 
195 M.K. Sanyal and S.B. Biswas /  Procedia Economics and Finance  11 ( 2014 )  182 – 196 
Folger, R., Konovsky, M. A., & Cropanzano, R. (1992). "A Due Process Metaphor for Performance Appraisal". Research in Organizational 
Behavior. Vol. 14 , 129-177. 
Guzzo, R. A., & Dickson, M. W. (1996.). "Teams in organizations: Recent Research on Performance and Effectiveness". Annual Revision 
Psychology. Vol. 47 , 307–38. 
Herzberg, F. (2003). "One more time: How do you motivate employees". Harvard Business Review , 87 - 96. 
Herzberg, F., Mausner, B., & Snyderman, B. B. (2009). "The Motivation to work". New Jersy: Transaction Publisher. 
Hunter, J. E. (1983). "A causal analysis of cognitive ability, job knowledge, job performance and supervisory ratings". In F. Landy, S. Zedeck, & 
J. Cleveland(Eds.), "Performance measurement and theory" (pp. 257 - 266). Hillsdale: NJ: Erlbaum. 
Ilgan, D. R., & Knowlton, W. A. (1981). "Performance Attributional effects on Feedback from Superiors ". West Lafayette: Research Institute for 
the Behavioral and social sciences, Purdue University. 
India, G. o. (2013). Investment: Opportunities and Incentives. Retrieved from www.business.gov.in: 
http://business.gov.in/investment_incentives/investment_opp_wb.php 
itwb. (2003). "West Bengal IT Policy". Kolkata: West Bengal Government. 
itwb. (2012). West Bengal Policy on Information & Communication Technology, 2012. Retrieved 2013, from http://www.itwb.org: 
http://www.itwb.org/presentations%20&%20all%20%20PDF/West%20Bengal%20Policy%202012.pdf 
Joseph, B. (2011). "Innovative Human Resource Management Practices and selected HR outcomes in software firms in Kerala". Coachin: 
Faculty of Social Sciences, Coachin University. 
Judge, T. A., & Ferris, G. R. (1993). "Social context of performance evaluation decisions". Academy of Management Journal. Vol 36 , 80-105. 
Kim, J. S., & Hamner, W. C. (1976). "Effect of Performance Feedback and Goal Setting on Productivity and Satisfaction in an Organizational 
Setting". Journal of Applied Psychology. Vol. 61, No. 1 , 48-57. 
Lepsinger, R., & Lucia, A. D. (1997, September). "360 Feedback and Performance Appraisal". Training. ABI/INFORM Global , p. 62. 
Locker, A. H., & Teel, K. S. (1988). "Assessment: Appraisal Trends". Personnel Journal. Vol. 67. , 139-145. 
Marcoulides, G. A., & Heck, R. H. (1993). "Organizational Culture and Performance: Proposing and Testing a Model". Organizational Science. 
Vol. 4. No. 2 , 209- 225. 
Mayer, R. C., & Davis, J. H. (1999). "The Effect of the Performance Appraisal System on Trust for Management:A Field Quasi-Experiment". 
Journal of Applied Psychology. Vol. 84. No. I. 123-136 , 123 - 136. 
Mayer, R. C., Davis, J. H., & Schoorman, F. D. (1995). "An integrative model of organizational trust". Academy of Management Review. Vol. 20 
, 709-734. 
Meyer, H. H., Kay, E., & French Jr, J. R. (1965). "Split Roles in Performance Appraisal". Harvard Business Review. Vol. 43 , 123 - 129. 
Meyer, J., & Allen, A. (1991). “A three conceptualization of organizational commitment" . Human Resource Management Review. vol. 1. , 61 - 
89. 
Monis, H., & Sreedhara, T. N. (2011). "Employee Satisfaction with Career Development Process: A Comparative study of Indian and Foreign 
MNC BPO firms". Journal of Arts Science and Commerce. Vol. II. Issue 1 , 110 - 122. 
Murphy, K. R., & Balzer, W. K. (1989). “Rater Errors and Rating Accuracy”. Journal of Applied Psychology, Vol. 74. , 619-624. 
Murphy, K. R., & Cleveland, J. N. (1991). "Performance Appraisal: an Organizational Perspective". Needham Heights, MA: Allyn and Bacon. 
Murphy, K. R., Balzer, W., Kellem, K., & Armstrong, J. (1982). “Effects of Purpose of Rating on Accuracy in Observing Teacher Behavior and 
Evaluating Teacher Performance”. Journal of Educational Psychology. Vol. 76. , 45-54. 
Murphy, K., & Cleveland, J. (1995). "Understanding Performance Appraisal: Social Organizational and Goal-Based Perspectives". Thousand 
Oaks, CA: Sage. 
Murthy, V. (2007). "Human capital value creation practices of software and service exporter firms in India". Journal of Human Resource 
Costing & Accounting. Vol. 11 No. 2 , 84-103. 
NASSCOM. (2013). "Knowledge Professional". New Delhi: NASSCOM. 
NASSCOM. (2012). "NASSCOM Members Directory". Retrieved 10 11, 2012, from www.nasscom.in: 
http://memberdirectory.nasscom.in/mms_company_free_search/city/kolkata 
196   M.K. Sanyal and S.B. Biswas /  Procedia Economics and Finance  11 ( 2014 )  182 – 196 
NASSCOM. (2010). "The IT- BPO Sector: Strategic Review 2010". New Delhi: NASSCOM. 
NASSCOM. (2012, February 21). “Indian IT- BPO Industry”. Retrieved from www.nasscom.org: http:// www.nasscom.in/domestic-itbpo 
NASSCOM. (2012). Member Directory. Retrieved 2012, from memberdirectory.nasscom.in: http://memberdirectory.nasscom.in/memberlogin 
NASSCOM. (2011). "NASSCOM Strategic Review". Delhi: NASSCOM. 
Neely, A., Mills, J., Platts, K., Richards, H., Gregory, M., Bourne, M., et al. (2000). "Performance Measurement System design: developing and 
testing a process based approach”. International Journal of Operations and Production Management. Vol. 20. . 
Organ, D. W. (1997). "Organizational Citizenship Behavior: It's Construct Clean - Up Time". Human Performance. Vol. 10. No. 2 , 85 - 97. 
Pattern, T. J. (1977). "Pay: Employee Compensation and Incentive Plans". London: Free Press. 
Patterson, M. G., West, M. A., Shackleton, V. J., Dawson, J. F., Lawthom, R., Maitlis, S., et al. (2005). "Validating the organizational climate 
measure: links to managerial practices, productivity and innovation". Journal of Organizational Behavior. Vol. 26 , 379–408. 
Paul, A. K., & Anantharaman, R. N. (2003). "Impact of people management practices on organizational performance: analysis of a causal 
model". Human Resource Management. Vol. 14. No.7. November , 1246–1266. 
Prince, J. B., & Lawler III, E. E. (1985). "Does salary discussion hurt the developmental performance". Organizational Behavior and Human 
Decision Process. Vol. 37. Issue 3 , 357 - 375. 
Rummler, G. A., & Brache, A. P. (1995). "Improving Performance: How to manage the white space on the organization chart (2nd edn)". San 
Francisco: Jossey - Bass. 
Singh, A. (2013). "Perception of Software Professionals regarding Performance Management Process: An exploratory Study". Vikalpa. Vol. 38. 
No. 2. April - June , 39-60. 
Singh, A. (2011). "Performance Management Systems in select organizations: An Evaluative Study". Delhi: Delhi University. 
Smither, J. W., & Reilly, R. (1987). “True Inter correlation among Job Components, Time Delay in Rating and Rater Intelligence as 
Determinants of Accuracy in Performance Ratings. Organizational Behavior and Human Decision Processes. Vol. 40 , 369-391. 
Snell, S., & Bohlander, G. (2007). "Human Resource Management". New Delhi: Cengage Learning India Private Limited. 
STPI. (2012). "List of STP-KOLKATA units with contact details with contact details and projected areas". Retrieved 11 12, 2012, from www.stpi-
kolkata.in: http://www.stpi-kolkata.in/cp/unitlist.php?display=1 
Tang, Thomas, L.-P., & Baldwin, S. (1996). "Distributive and Procedural Justice as related to Satisfaction and Commitment". Advanced 
Management Journal. Summer , 25 - 36. 
 
 
